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What’s Inside

The AICPA ABV Mentor Program
Easing the passage of new and future ABVs to seasoned specialization

2

The AICPA has launched an ABV Mentor
Program to ensure the success of

members in the business valuation
field. An expert on leadership and
management explains the value of

mentors and discusses what proteges

The AICPA Accredited in Business Valuation (ABV) Credential Committee is offering the ABV Mentor
Program to credential holders and CPAs who are considering obtaining the credential. In introducing
the program to prospective proteges and mentors, Kevin R. Yeanoplos, CPA/ABV, chair of the ABV
Credential Committee, explains, "There is a vast body of knowledge among our ABVs, and the commit
tee has come to realize that the barriers to entry in this specialization can be daunting." The mentor
program is designed to help new or future ABVs to integrate into the ABV community.

and mentors should seek in each other

4

for a productive relationship.

Mentors and Proteges

Some lessons learned at the AICPA

The goal is to ensure that members succeed in the business valuation field. The ABV Credential
Committee will match a prospective protege with a mentor who is appropriate to the candidate's experi
ence level. Participants in the mentor program can develop their skills as valuation analysts by drawing
on the experience of a seasoned business valuation professional. Mentors will meet with the assigned
individual a minimum of once per quarter to discuss questions or concerns that their proteges may
have. Once the mentor-protege relationship is established, the two can set their own meeting schedule.

Fraud & Litigation Services conference

on dealing with attorneys, juries, and

judges
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Companies still need help in developing

comprehensive ethics programs. Also,

an ethics risk index helps to indicate the

Matching Mentors and Proteges

degree of risk associated with certain

misconduct.

8

Four AICPA Business Valuation Schools

are planned for 2008. Participants'
evaluations of a recent program indicate
why the program has been successful.

Mentor guidelines are provided in the Mentor Handbook, which can be downloaded at
http://fvs.aicpa.org/Community/ABV+Mentor+Program.htm. The guidelines outline the program
objectives, the roles and responsibilities of mentors, and the qualifications and responsibilities of pro
teges. In addition, the handbook makes suggestions for establishing the mentor-protege relationship.
Prospective mentors and proteges will find links to the profile forms on the same web page as the
Mentor Handbook. The profiles will be used to help match proteges and mentors.
In addition, the article on page 2, "The Value of Mentors," although directed at a broader audience, can
provide some insight into the mentor-protege relationship and its benefits.

A Reminder
New AICPA Business Valuation Standard in effect January 1, 2008.

AICPA

The Statement on Standards for Valuation Services No. 1 (SSVS No. 1), Valuation of a
Business, Business Ownership Interest, Security, or Intangible Asset (AICPA, Professional
Standards, vol. 2, VS sec. 100), is effective for business valuation engagements accepted by
members after January 1, 2007.

You can download a copy of SSVS No. 1 at
http://fvs.aicpa.org/Resources/Laws+Rules+Standards+and+Other+Related+Guidance/
AICPA+Valuation+Standard+and + Implementation 4-Toolkit.htm

The Value of Mentors
By Brian Tracy
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Benjamin Franklin once said, "There are two
ways to acquire wisdom; you can either buy it
or borrow it." By buying it, you pay full price in
terms of time and cost to learn the lessons you
need to learn. To borrow wisdom, you go to
those men and women who have already paid
the price to learn the lessons and acquire the
wisdom from them.

This is the essence of the mentor-protege rela
tionship. By going to people who are ahead of
you in a personal or professional arena and
opening yourself to their input, advice, and guid
ance, you can save yourself the many months
(maybe even years) it would take, and the thou
sands of dollars it would cost, to learn what you
need to learn all by yourself.

M.R. "Kop" Kopmeyer, a respected success
authority, once told me that perhaps the fastest
way to get ahead was to study the experts and to
do what they do, rather than trying to learn it all
by yourself. In fact, he mentioned that no one lives
long enough to learn everything he or she needs
to learn starting from scratch. To be successful,
we absolutely, positively have to find people who
have already paid the price to help us learn the
things that we need to learn to achieve our goals.

The mentors you choose should be people you
respect, admire, and want to emulate. The advice
you seek should be guidance regarding your char
acter and personality and specific ideas on how
you can do your job better and faster. Remember,
you can't figure it all out by yourself; you must
have the help of others. You must find men and
women who will guide and advise you, or you
will take a long, long time getting anywhere.
There are two vital qualities to look for in a
mentor. The first is character, and the second is
competence.

Character is, by far, the most important quality.
Look for a mentor who has the kind of character
you admire and respect. Look for a person who
has high degrees of intelligence, integrity, judg
ment, and wisdom. The more you associate with
men and women who are advanced in the devel
opment of their character, the more you will tend
to pattern them and to become like them.

The second quality you look for in a mentor is
competence. This means that the person is
extremely good at what he or she does. A good
mentor in your career is one who has the knowl
edge, skills, and abilities to move ahead far more
rapidly than his or her peers.

Two Essentials
The impact of a mentor depends on two addi
tional factors. The first is your degree of open
ness to being influenced by another person.
Openness is important because many people,
especially young people, are extremely impatient
and always looking for shortcuts. When they
learn something that another person has spent
many years learning, they often try to add their
own variations and improve upon it without ever
having mastered the original instruction.
Remember, when you open yourself up to guid
ance and input from another person, concentrate
first on understanding and learning exactly what
that person has to teach you. Afterward, you
can modify and change that lesson to suit your
changing circumstances.

The second factor that determines the influence
of a mentor on your life is the willingness of the
mentor to help you in every way possible to
achieve your goals. When you seek out a men
tor, you must look for someone who genuinely
wants you to be successful in your endeavors.
So, for a good mentor-protege relationship, you
must be wide open to the influence and instruc
tion of the other person, and, at the same time,
the mentor must be genuinely concerned about
your well-being and your ultimate success.
These are the two essentials.

Twelve Steps
Your ability to choose your mentors can be a
crucial step toward achievement in all areas of
your life. The following are 12 steps for building
successful mentor-protege relationships:

1. Set clear goals for yourself in every area of
your life. Know exactly what you want to
accomplish before you start thinking of the type
of person who can help you accomplish it.

2. Determine the things you will have to do in
order to achieve your goals, the obstacles you
will have to overcome, and the roadblocks you
will have to surmount.
3. Identify the areas of knowledge, skill, and
expertise you will have to acquire in order to
overcome the obstacles existing between you
and your goals.
4. Look around for the most successful people
in the areas in which you will need the most
help.

5. Join the clubs, organizations, and business
associations to which these people belong.
6. Once you have joined these organizations,
become actively involved and volunteer for
responsibilities. This will bring you to the atten
tion of the people you want to meet faster than
anything else.
7. Work, study, and practice continually to get
better and better at what you do. The very best
mentors are interested in helping you only if
they feel it is going to be worth their time. You
will have no problem attracting people to you
when you develop a reputation for being upand-coming in your field.
8. When you find a potential mentor, don't
make a nuisance of yourself. Instead, ask for
10 minutes of his or her time, in person, in pri
vate. Nothing more. Remember, most potential
mentors are busy people, and they may be
opposed to someone's trying to take up a lot of
their time. It's not personal.
9. When you meet with a potential mentor,
express your eagerness to be more successful

in your field. Tell him or her that you would very
much appreciate a little guidance and advice to
help you move ahead. Ask for an answer to a
specific question, for a specific book or audio
program recommendation, or for a specific idea
that has been helpful to him or her in the past.

10. After the initial meeting, send a thank you
note expressing your gratitude and appreciation
for his or her time and guidance.
11. Each month, drop your mentor a short note
telling him or her about what you are doing and
how you are progressing. Nothing makes a
mentor more open to helping you further than
your making it clear that the previous help has
done you some good.
12. Arrange to meet with your mentor again,
perhaps on a monthly basis, or even more
often if you work closely together.
Over the course of your life, you will have many
mentor-protege relationships. As you grow and
develop, you will seek out different mentors, the
people who can give you the kind of advice that
is most relevant to your current situation.

Successful people are very open to helping
other people who want to be successful. This
is especially true if they know you are willing
to be a mentor to others who are younger and
less experienced than you. The more open you
are to helping others up the ladder of success,
the more open others will be to helping you.

Brian Tracy speaks about management, lead
ership, and sales and also writes books on
these topics. He has written more than 42
books, including his just-released book, The
Way to Wealth. A free copy of one of his CDs

7s available at http://www.briantracy.com;
click on the Special Offers, Free Audio
Program. Brian Tracy can be reached at
(858) 481-2977 or http://www.briantracy.com.

Forensic &
Litigation
Services
Committee
Volunteer of the
Year
At the 2007 AICPA Fraud and Litigation
Services Conference in San Diego,
Thomas Burrage, CPA/ABV, was
awarded the Forensic & Litigation
Services Committee's Volunteer of the
Year Award in recognition of his serv
ice to the AICPA and its members. Tom
has served as FLS committee chair for
the last three years. Although his term
as chair of the committee is up, he will
continue to serve as a committee
member.

Tom is a principal with Burrage &
Johnson, CPAs, LLC, Albuquerque,
NM. He is coauthor of Divorce and
Domestic Relations Litigation: Financial
Advisor's Guide (New York: Wiley,
2003) and has been a contributing edi
tor to two PPC guides, Guide to
Divorce Taxation and Guide to Tax
Planning for High Income Individuals.

Business Valuation Community Recognition
As is the custom, the Chair of the AICPA Business Valuation Committee, Robin Taylor, CPA/ABV, presented awards at the AICPA National
Business Valuation Conference in New Orleans. This year, two ABV credential holders were inducted into the ABV Hall of Fame in recognition of
their contribution to the Business Valuation Community. The two inductees are Nancy Fannon, CPA/ABV, founder of Fannon Valuation Group,
Portland, ME, and Michael Crain, CPA/ABV, managing director and national director of financial forensic services, Financial Valuation Group, Fort
Lauderdale, FL.
Volunteers of the Year

In addition, Randie Dial, CPA/ABV, principal analyst, Clifton Gunderson LLP and John Gilbert, CPA/ABV, managing director, Financial Valuation
Group, Great Falls, MT, were awarded the Volunteer of the Year Award for their assistance in implementing the new Statement on Standards for
Valuation Services No. 1, Valuation of a Business, Business Ownership Interest, Security, or Intangible Asset.

Forensic & Valuation Services Section

|\A/orking with Attorneys, Juries, and Judges
Some Lessons Learned at the AICPA Fraud
ft Litigation Services Conference

Seeing—and hearing—is believing. That sen
tence may be ungrammatical. But let's not
dwell on that. The point is that if you didn't
attend the AICPA National Conference on Fraud
and Litigation Services in San Diego, September
27-28, 2007, you missed a great deal that obvi
ously can't be conveyed in detail in a few pages
of this newsletter. The sessions provided guid
ance on a vast array of topics covering the
technical knowledge, skills, and issues related
to fraud and litigation services that practitioners
need to keep up on. They included interviewing
skills, emerging fraud issues, hedge fund fraud,
bankruptcy law and consulting services, analyz
ing lost profits, gaining insight from cash flow
analysis, money laundering, intellectual property
damages, and technology.
Of course, the list goes on. Throughout this
year, we'll tap the presenters to provide articles
based on their sessions, especially those in
which technical detail requires more words
than we can fit in this overview.

Experts on Trial
This article focuses on sessions that offered
guidance on the skills and understanding need
ed by experts to succeed as witnesses
whether their testimony is related to fraud,
damages, bankruptcy, or other areas involving
litigation services. The presenters offered guid
ance to help expert witnesses to avoid having
their testimony dismissed because of a
Daubert challenge or because they failed to
persuade judge or jury that their opinion should
prevail.

The guidance summarized in this article was
often reinforced or expanded upon by the panel
of judges in the general session, "Financial
Experts: A View from the Bench." The panel
consisted of three judges based in San Diego:
Judge Louise De Carlos Adler, United States
Bankruptcy Court for the Southern District of
California; Judge Irma Gonzalez, chief judge of
the Southern District of California; and retired
Honorable Wayne L. Peterson, formerly a pre
siding judge of the San Diego Superior Court.
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The panel was moderated by Karen Kincaid
Balmer, CPA, CFE, CrFA, of Kincaid Consulting,
New York, who served as co-chair of the con
ference steering committee.

Why Expert Witnesses May
Be Excluded
Among the first group of concurrent sessions
after the opening keynote speech was "Top 10
Reasons Why Financial Experts Get Excluded
and What to Do About It" presented by
Christian Tregillis, CPA/ABV, a managing direc
tor in Kroll Inc.'s Los Angeles office and the
national leader of its Intellectual Property
Services practice. At the outset, Tregillis briefly
reviewed the court cases that, along with the
Federal Rules of Evidence Rule 702, estab
lished the foundation of admissibility of expert
evidence: Frye v. United States, 293 F. 1013;
Daubert v. Merrell Dow, 509 U.S. 579 (1993);
and Kumho Tire Company v. Carmichael, 526
U.S. 137 (1999). He concluded his overview
with "A Compendium of Guidance and
Requirements" based on a more recent court
case, Avocent Huntsville v. ClearCube Tech.,
U.S. Dist. LEXIS 55307 (N.D. Ala. 2006).

In the compendium, Tregillis offered guidance
that he gleaned from the case, including the rea
sons why expert testimony may be excluded.

Avoiding—and
Addressing—Exclusion
An expert's primary objective would be to
avoid having his or her testimony excluded,
and Tregillis offered several tips to avoid exclu
sion, He also offered guidance on how experts
can move forward after they or their testimony
has been excluded.

Tregillis's pointers for avoiding exclusion
include being selective about engagements
accepted and working with good counsel when
engaged. This selectiveness may involve get
ting hired early on in the case, rather than late,
in order to have adequate time to work well
with counsel. "Frequently communicate with
counsel" he advises, "and be on the same page
as them."

However good counsel may be, experts should
not count on them to provide all of the informa
tion and insights they need. Instead, experts
should initiate information requests, rather than
rely solely on information that counsel selects,
and should be skeptical of sources. Experts
also should find out about upcoming challenges
from counsel. Early in the relationship with
counsel, experts should communicate their
findings, as well as challenges that they face in
their analysis. Tregillis also advises establishing
a relationship with the end client and percipient
witnesses.
In addition, Tregillis advises experts not only
to be familiar with professional standards, but
also to know the law and keep abreast of
dialogues on the issues and approaches being
contemplated in professional and academic
circles, including the Federal Rules of Civil
Procedure Rule 26: General Provisions
Governing Discovery; Duty of Disclosure.
Not all engagements go smoothly, of course.
The expert can avoid some rough spots by
heeding the following tips:
• Get a retainer and stay on top of receivables.
• Don't contradict your prior testimony.

• Help in attacking the opposing expert for
exclusion.
If a practitioner does experience exclusion,
Tregillis advises strongly "not to hide it, if
asked." Also, the practitioner should be pre
pared to explain the basis of the exclusion:
procedural, qualifications, or approach. Finally,
he advises, "Do not expose yourself to the
same type of criticism again. Err on the side of
conservatism."

Resources
Tregillis cited two useful resources that can
help the practitioner keep up with the case
law related to the interpretation and implemen
tation of the Daubert factors on admissibility
of expert testimony. The two resources are
http://www.dauberttracker.com and
http://www.daubertontheweb.com.

Dealing with Depositions:
the Do's and Don'ts
Although an expert witness's preparation, quali
fications, and credentials are important, Mark
Mazzarella, Esq., believes, based on three years
of research, that the impression the expert
makes is more important. "Deposition Do's and
Don'ts" was the subject of a concurrent session
he presented with his wife, Wendy Patrick
Mazzarella, Esq. Mark Mazzarella is co-founder
and senior partner of Mazzarella Caldarelli LLP,
San Diego, and Wendy Mazzarella is a deputy
district attorney in the Family Protection Division
of the San Diego District Attorney's Office. The
above-mentioned three years of research result
ed in Mark Mazzarella's co-authoring two books,
Reading People: How to Understand People and
Predict Their Behavior—Anytime, Anywhere
(New York: Random House, 1998), which was a
New York Times bestseller, and Put Your Best
Foot Forward: Make a Good Impression by
Taking Control of How Others See You (New
York: Simon & Schuster, 2000).

The objective of their presentation was to help
expert witnesses present their testimony and
themselves effectively when being deposed.
Some of the do's offered by Mazzarella echoed
the guidance offered by Tregillis. For example,
Mazzarella advised the following two do's when
expert witnesses are working with lawyers:
1. Identify and rehearse key points with the
lawyer. This rehearsal would include preparing
"sound bites" that are understandable and
memorable. It also would include preparing to
respond to tough questions.

2. Trust your lawyer: You may have to educate
the lawyer, but you shouldn't compete with
him or her.

Golden Rules of Testifying
Along with their list of do's and don'ts, the Maz
zarellas offered two "golden rules" of testifying:
1. Answer every question as you would were it
asked by the judge or the foreperson of the jury.
2. Save your "credibility troops" to defend the
"hills" you can and must defend, not the ones
that don't matter, nor those you can't defend no
matter how many credibility troops you sacrifice.

Among the hills that don't matter, Mazzarella
says, are the expert's fee and the number of
times he or she has testified on each side as
an expert witness. These issues are usually
less important in cases in which the opposing
expert is subject to the same examination.

As the table illustrates, most jurors, regardless of
education levels, doubt the objectivity of expert
witnesses. However, Boesen noted that the per
centage of those who agree with the statement
drops when a group comprises respondents
who have experienced being on a jury.

Jury Perceptions

Expert Paradox

Another session addressed the impression
made by expert witnesses. How juries
respond to expert witnesses was the focus of
"Jury Perceptions" presented by Adam
Boesen, M.A., an organizational psychologist,
who is senior consultant with Trial Behavior
Consulting, Inc., Minneapolis, MN. Boesen's
expertise is in preparing witnesses, crafting
case themes, and evaluating case strategies.

The paradox expert witnesses face is that they
must be advocates for their opinion, yet, if
they are "too artful" in their attempts to per
suade the jury of the veracity of that opinion,
the jury will begin to doubt their motives,
methods, and conclusions.

Boesen opened the session by displaying a bar
chart illustrating the differences in jury
responses to experts, specifically to the state
ment "Most expert witnesses ... will say
whatever their lawyer wants them to say."
The respondents were composed of two
groups of mock jurors, 95 percent of whom
had never served on a jury before. One group
represented the most educated of jurors; the
other, the least educated.

The following table illustrates the differences in
each group's agreement with the statement:

Mock Jurors' Opinions of
Expert Witnesses'
Objectivity
Percentage of responses of two groups to
statement: "Most expert witnesses... will
say whatever their lawyer wants them to say."

Response

Most educated Least educated
group
group

Disagree
strongly

5%

2%

Disagree
somewhat

18%

22%

Agree
somewhat

50%

54%

Agree
strongly

27%

22%

The "expert paradox," according to Boesen, is
that the expert witness needs to be an advocate
for what he or she believes is the truth, using
"the truth" for the purposes of persuasion.
Opposing counsel will attempt to reinforce the
perception that the witness lacks objectivity by
asking the witness whether he or she is being
paid by their attorney. To allay the jurors' con
cern that the expert is being paid for an opin
ion, the expert needs to make clear that pay
ment is based on time and expertise, not on
the opinion.
Describing jurors' reaction to testimony,
Boesen says that multiple versions of the truth
overwhelm most jurors. If they're not presented
with "clear principles for evaluating competing
claims, jurors write off all expert testimony at
a trial as advocacy-oriented 'spin.'" Jurors,
Boeson says, want experts to give them a
clear answer to the question: "How can we fig
ure out whose version of the truth is the best?"

Making Sense of Evidence
Part of Boesen's presentation focused on the
response to the question, "How do jurors make
sense out of evidence?" "Jurors think in a narra
tive mode," Boesen responds. More specifically,
jurors, in general, try to find a coherent story in
the evidence that they believe is salient.
Common sense evaluations, Boesen says, "take
precedence over more formal methods of evalu
ation or hypothesis testing." He adds, "Story
trumps numbers." Consequently, the expert
must align his or her analysis with the "story."

Continued on page 6
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Continued from page 5

The Judges' Rules
In the session with the panel of judges, the
judges often reinforced the guidance offered
by other session presenters. Judge Adler, for
example, advised expert witnesses to remember
that they're talking not only to the jury, but also
to the appellate court. Although during her 23
years as a jurist she has gained some under
standing of technical information, she advises
experts not to assume that the judge under
stands the information that they're presenting as
evidence. Instead, witnesses need to define
technical terms in plain English.
Judge Gonzales suggested that the expert wit
ness use charts and other visual aids to explain
testimony to the jury. Judge Adler added that if
the expert has been methodical in forming an
opinion, the jury probably will have confidence
in his or her opinion.

The Body's Messages
Concerning body language, Boesen offered
specific advice about appearance. He suggested
that when experts testify in a video deposition
they ask the videographer if they can have a
look to evaluate how they appear. Experts may
want to ensure that they don't appear to have
lines around their eyes, which can be corrected
by adjusting the light from above or even by
applying makeup. When being questioned in a
video deposition, experts should try to have
the questioning attorney sit as close to the
camera as possible and square their bodies to
the attorney. This position improves appear
ance, enabling eye contact and avoiding the
impression of staring into space.
Being liked by the jury is less important than
being competent, prepared, clear, and relevant,
as well as being respectful of the jury, opposing
counsel, and the process, and being an effective
teacher. The latter ability, Boesen believes, is
the most important attribute of an expert. In
addition, what makes an expert are education,
training, experience, specific research done or
innovations made, depth of understanding, and
acknowledgement as an expert.

FOCUS—January/February 2008

Money: the Root of Expert
Testimony?
Boesen showed a bar chart that illustrated the
responses of jurors to the statement, "It both
ers me that expert witnesses are usually paid
for testifying." The results suggest that jurors
are suspicious of witnesses receiving payment
for testimony. Although 35 percent of the
respondents neither agreed nor disagreed with
the statement, 44 percent either agreed or
agreed strongly, as opposed to 21 percent
who disagreed or disagreed strongly. To
respond to suggestions that testimony is slant
ed in favor of the payer, Boesen advises
experts to acknowledge fees matter-of-factly
and state clearly that they are paid for their
time, not their opinions. In addition, he sug
gests trying to steal opposing counsel's thun
der by discussing fees in direct examination.
Experts should also be prepared to explain
having a profitable career testifying for only
one side.

The Advocacy Issue
The issue of advocacy was raised to the
judges' panel and in other concurrent sessions.
Basing her opinion of the advocacy issue on
past experience dealing with valuation cases,
Judge Adler attributed the perception of an
expert's appearance of being an advocate
partly to the expert's being unable to explain
why his or her conclusions are better than
those of the opponent. She also advised
experts not to disregard evidence.

topics. However, the 2007 conference also
offered sessions on some relatively new topics
for presentations, such as sessions on stock
options, hedge fund fraud, computer security,
and subprime lending problems, among others.
Next year's Fraud and Litigation Services
Conference will be held at the Bellagio in Las
Vegas on September 25 and 26, 2008. You can
bet that you'll be updated on the old topics and
learn about some new topics. You can also bet
that what you learn in Vegas at the conference
won't stay in Vegas.

Latest USPAP
Released
The latest edition of Uniform Standards
of Professional Appraisal Practice
(USPAP) has been released by the
Appraisal Foundation and the standards
effective for 2008 and 2009.
As stated on the Appraisal Foundation's
website, "The Financial Institutions
Reform, Recovery and Enforcement Act
of 1989 recognizes USPAP as the gener
ally accepted appraisal standards and
requires USPAP compliance for apprais
ers in federally related transactions.
State Appraiser Certification and
Licensing Boards, federal, state, and
local agencies, appraisal services, and
appraisal trade associations require
compliance with USPAP"

Judge Gonzales advised experts to present
themselves as neutral, albeit advocates of the
expert opinion they've arrived at methodically
and objectively.

Included is guidance in the form of
advisory opinions and frequently asked
questions.

What Will Be New in 2008?

The standards with guidance are avail
able for purchase at the Appraisal
Foundation website:

Presenting expert testimony confidently and
skillfully is the goal of the expert witness.
Consequently, it's a perennial topic at confer
ences for providers of fraud and litigation
services, as are updates of many technical

http://www.appraisalfoundation.org/
s_appraisal/doc_form.asp?CID =
17&DID = 786

Ethics Risk in Enterprises Has Seen Little Reduction
The findings of a recent survey sponsored by
the Ethics Resource Center (ERC) suggest that
companies still need assistance in creating an
ethical culture and implementing comprehen
sive ethics programs including more effective
whistle blowing resources. In addition, the ERC
has developed an ethics risk index that helps to
indicate the degree of risk associated with dif
ferent types of misconduct.

In late November, 2007, the Washington, DC
based Ethics Resource Center (ERC) released
the findings of its 2007 National Business
Ethics Survey® (NBES®), announcing that,
"Six years after high-profile corporate scandals
rocked American business, there has been lit
tle, if any, meaningful reduction in the enterprise-wide risk of unethical behavior at U.S.
companies." ERC is a private, nonprofit organi
zation whose research and advocacy focus on
the advancement of high ethical standards and
practices in public and private institutions.
Based on interviews with almost 2,000
employees at U.S. public and private compa
nies of all sizes for the NBES, the ERC finds
that "disturbing shares of workers witness ethi
cal misconduct at work—and tend not to
report what they see." The most severe risks to
companies today are conflicts of interest, abu
sive behavior, and lying.

Is the Tone at the Top
Tinny?
According to Dr. Harned, "There is a strong
sense of futility and fear among employees
when it comes to reporting ethical misconduct,
and that increases the danger to business.
More than half (54 percent) of employees who
witnessed, but did not report, misconduct
believed that reporting would not lead to cor
rective action. More than one third (36 percent)
of nonreporters feared retaliation from at least
one source; but, our research shows that hav
ing a strong ethical culture virtually eliminates
retaliation." Dr. Harned said further, "Employees
at all levels have not increased their 'ethical
courage' in recent years. The rate of observed
misconduct has crept back above where it was
in 2000. And employees' willingness to report
misconduct has not improved, either."

However, Dr. Harned does report some good
news. Solutions to the problems exist, notably,
by fostering a strong ethical culture and creat
ing a comprehensive ethics program. A strong
ethical culture can help to cut the rate of mis
conduct by three-fourths, and comprehensive
ethics programs can help to double the report
ing of misdeeds. ERC helps organizations
design and measure the strength of their cul
ture and the effectiveness of ethics programs.

The Ethics Risk Index
As part of the latest NBES, ERC developed
The ERC Ethics Risk IndexSM, which catego
rizes 18 different types of misconduct by their
incidence and whether they would likely be
reported and assigns a value to that type of
misconduct. Although the index presents data
in a continuum, the projected risk of various
types of misconduct falls generally into three
categories: severe risk (happens frequently
and usually goes unreported), high risk (hap
pens often and often goes unreported), and
guarded risk (happens less frequently and
may go unreported).

In computing the index, ERC found the following
issues:
• Conflicts of interest (employees putting their
own interest above their company's), lying to
employees, and abusive or intimidating
behavior posed severe risk to companies this
year.

• Companies faced high risk in several areas,
including Internet abuse, misreporting work
time, lying to customers, vendors, and the
public, and discrimination.
• In general, the risks associated with abusive
behavior and lying to stakeholders appear to
rise with the number of company employees.

"The measurable lack of progress in business
ethics should signal a need for company manage
ment, Boards of Directors, policy-makers,
investors, and consumers to reassess their
approach to that challenge," said ERC President
Patricia Harned, PhD. She added, "Despite new
regulation and significant efforts to reduce
misconduct and increase reporting when it does
occur, the ethics risk landscape in American busi
ness is as treacherous as it was before imple
mentation of the Sarbanes-Oxley Act of 2002."

The study found less than 40 percent of
employees are aware of comprehensive ethics
and compliance programs at their companies.
Dr. Harned observed that the programs are
largely driven by legal and regulatory compli
ance and are designed in reaction to past mis
takes. "The fact is, only about 25 percent of
companies actually have a well-implemented
ethics and compliance program in place,
despite their transformative impact," she said.

Over the past year, more than half (56 percent)
of employees surveyed had personally
observed violations of company ethics stan
dards, policy, or the law. Many saw multiple
violations. More than two of five employees
(42 percent) who witnessed misconduct did
not report it through any company channels.

People Preferred to Hotlines

Letters to the Editor

The NBES also found that most employees pre
fer to report misconduct to a person, especially
someone with whom they already have a rela
tionship, rather than to a company "hotline."
Only three percent of misconduct reports were
made to company hotlines.

Focus encourages its readers to write letters
on consulting services issues and on published
articles. Please remember to include your
name and telephone and fax numbers. Send
your letters by e-mail to wmoran@aicpa.org.

The full NBES report can be downloaded at
http://www.ethics.org/research/
NBESoffers.asp.
(The report is free, but registration is required.)
For more information about the Ethics Resource
Center, visit http://www.ethics.org.
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BV School Will Be in Session
The AICPA National Business Valuation (BV)
School, held August 20-24, 2007 in Lewisville,
TX, was a sellout. So if you are interested in
attending one of the four sessions scheduled for
2008 (see the list below), or if you want some
of your staff to attend, watch for upcoming
opportunities to ensure a space.
NATIONAL BUSINESS VALUATION SCHOOL

Class
Date

City

State

05/05/08- New York NY
05/09/08 City
06/23/08- Phoenix AZ
06/27/08
GA
07/14/08- Atlanta
07/18/08
08/18/08- Lewisville TX
08/22/08

Instructors

Mark Zyla &
Robin Taylor
Kevin Yeanoplos
& Ron Seigneur
Jim Hitchner &
Ron DiMattia
Harold Martin &
Kevin Yeanoplos

Participants' evaluation

Open-ended comments

Selling out all available spaces is not the only
measure of success. Another measure—and
probably a more important measure—is the
overall satisfaction of participants in the August
2007 BV school in Lewisville and their very high
ratings of the discussion leaders and the course
materials. Clearly, the program participants
were more than satisfied with their experience.

Several open-ended questions gave participants
the opportunity to say specifically what they
liked about the program and what they thought
could or should be added. In general, partici
pants felt that the topics covered were appro
priate and should be retained in the curriculum.
Some participants suggested additional topics
that they thought could be added. The general
satisfaction could be summed up in the com
ment of one participant, "The topics were pretty
comprehensive and provided both basic and
advanced or 'refresher' for both less experi
enced, or more experienced, practitioners.”

The participants thought that the BV school's
course objectives were clearly explained and
were met. They also thought that the program
is relevant to experienced practitioners and
also to members in industry.
Perhaps one of the most compelling indications
of the participants' high regard for the BV
school was demonstrated by 98 percent
indicating that they would recommend this
program to others.

Registration for the scheduled schools listed
above the Forensic & Valuation Services
website at http://fvs.aicpa.org/Events, and
click on "2008 AICPA National Business
Valuation School."
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